Sanitized Copy Approved for Release 2011/07/27 . CIA-RDP87M00539R000700940012-6

Economic and Security Implications
of Structural Change

The Washington Hilton, Washington, D.C.

3 -4 June 1985

Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6



Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6

—_ Contents

A. Conference Program

DAY |. TECHNOLOGY AND STRUCTURAL CHANGE

B. Defining the Problem: The Determinants of Structural Change
and its inevitability

C. Structural Change and the Future of the International
Economic System

D. Structural Change and International Competitiveness

E. Structural Change and Adjustment to Competition
in the Industrialized Countries: The Coming Trade Wars?

F. Implications of Structural Change
for Third World Economies: Winners and Losers

DAY Il. GEOPOLITICAL IMPLICATIONS OF STRUCTURAL CHANGE

G. Assessing Structural Change
from the Standpoint of Intelligence Analysis

H. Implications of Structural Change for the Western Alliance

I. Structural Change and East-West Relations

J. Structural Change and National Security:
Implications for Strategic Vulnerability and Dependence

Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6



Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87MO00539R000700940012-6

Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6

woiboigd 8dusiayuod) “y



Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6

CONFERENCE PROGRAM

Economic and Security Implications of Structural Change

The Washington Hilton, Washington, D.C.
3 - 4 June 1985

DAY |. TECHNOLOGY AND STRUCTURAL CHANGE
STAT Moderator: \Office of Global Issues

8:30 - 9:00 Coffee and pastries

9:00 - 9:10 Welcoming remarks
William J. Casey
Director of Central Intelligence

9:10 - 9:30 Keynote for Day |
"Defining the Problem: The Determinants of
Structural Change and its Inevitability"
Leo Cherne
President's Foreign Intelligence Advisory Board

9:30 - 9:50 Structural Change and the Future of the International
Economic System
Overview: Peter G. Peterson
Chairman, Peterson, Jacobs and Company

9:50 - 10:10 Structural Change and International Competitiveness
Overview: C. Fred Bergsten
Director, Institute for International Economics

10:10 - 10:30 Break

10:30 - 11:15 Panel discussion:
Charles P. Kindleberger, MIT

Mordechai Kreinin. Michigan State University
STAT Office of Global Issues
11:15 - 12:00 Open discussion (all conference participants)

12:00 - 1:00 Lunch (Speaker: James Fallows, Washington editor
of The Atlantic; author of "The Changing American
Economic Landscape")
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Structural Change and Adjustment to Competition in
the Industrialized Countries: The Coming Trade Wars?
Overview: Roy E. Moor

Chief Economist, First Chicago Bank

Panel discussion:

Robert E. Baldwin, University of Wisconsin

Paul R. Krugman, MIT

Howard Rosen, Institute for International Economics

Open discussion

Break

Implications of Structural Change for Third World
Economies: Winners and Losers

Overview: Richard Feinberg

Overseas Development Council

Panel discussion:

Henry Owen, Consultants International Group
Kent Calder, Princeton University

Peter Morici, National Planning Association

Open discussion

Cocktails

GEOPOLITICAL IMPLICATIONS OF STRUCTURAL CHANGE

Moderator: ‘ ] Office of Global Issues

9:00
9:20

9:40

10:25

Coffee and pastries

Keynote for Day ||

"Assessing Structural Change from the Standpoint
of Intelligence Analysis"

James R. Schiesinger

Georgetown Center for Strategic and International
Studies

Implications of Structural Change for the
Western Alliance

Overview: Robert Gilpin

Princeton University

Panel discussion:
Robert Keohane, Brandeis University

Council on Foreign Relations
Office of European Analysis

Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6



Sanitized Copy Approved for Release 2011/07/27 : CIA-RDP87M00539R000700940012-6

10:25
10:45

11:45

1:20
STAT
2:00
w2:30
2:50
3:10
STAT

10:45
11:30

12:45

1:20

2:00

2:30

2:50

3:55

4:20

4:30

Break

Open discussion

Lunch (Speaker: Robert J. Samuelson, syndicated
columnist, Newsweek magazine)

Structural Change and East-West Relations
Overview: Raymond Vernon
Harvard University

Panel discussion:
Robert Campbell, Indiana University
John Hardt, Congressional Research Service

Office of Soviet Analysis

Open discussion
Break

Structural Change and National Security:
Implications for Strategic Vulnerability and
Dependence

Overview: John L. McLucas

Executive Vice President, COMSAT Corporation

Panel discussion:
Klaus Knorr, Princeton University
Stephen Krasner, Stanford University

Office of Global Issues

Open discussion

Concluding remarks
John N. McMahon
Deputy Director of Central !ntelligence
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DEFINING THE PROBLEM: THE DETERMINANTS AND INEVITABILITY
OF STRUCTURAL CHANGE

Structural change is a far-reaching process in which the major
components of a national economy shift in relative importance over
time.

By altering the basic framework of an economic system, structural
change can trigger shifts in a country's internal political system as
well as its political, economic and strategic relationships
internationally.

e Major structural changes can re-arrange the relative importance
of entire sectors (manufacturing, services, agriculture).

e Particular industries can also be affected (high-technology vs.
basic industry, etc.).

e Shifts between regions of large economies -- or regions
composed of several countries -- are often the most
visible evidence of structural change.

Because the proccess has so many implications, it can be difficult to
define what is meant by "structural change.” There are two elements
that are usually involved in to all changes of this type:

e The economic forces at work are broader than cyclical or
market-oriented changes;

® The changes are brought about by shifts in technological
advance prompted by technological advance.

Technology can thus be considered a key driving element behind
structural change -- because the deveiopment and propagation of new
technologies increase opportunities to invest and expand output, and
so alter a country's comparative advantage. Technology further
enables gains in productivity, the principal factor in increased
industrial dynamism.
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ASSESSING STRUCTURAL CHANGE
FROM THE STANDPOINT OF INTELLIGENCE ANALYSIS

Structural change offers the Intelligence Community a useful
framework to assess fundamental re-alignments in foreign countries’
internal economic and political systems as well as changes that these
can trigger in their political, economic and strategic relationships
internationally. It can help policymakers understand such complex
issues as competitive problems and industrial re-structuring in
Europe, North America, and East Asia; long-range changes in
East-West relations; and the underpinnings of political development
and instability in the Third World.

A central concern is that structural change almost inevitably has
differential effects on different countries (and on regions within
countries, as well as regions composed of several countries). Some
nations will therefore fare better than others as they undergo
structural change. The Intelligence Community has a responsibility to
provide information and analysis to support policymakers seeking to
ensure that the United States will be in the former category of
countries in the coming years -- as well as to anticipate and assess
the possible consequences of being in the latter.
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Potential Strategic Vulnerability as a Function of
Areas of Dependence and Foreign Involvement

Potential vulnerability
¢ Critical
C Moderate

O Low to none Foreign Involvement

Foreign owned/ US owned/ Foreign owned/
Dependence Areas foreign based foreign based US based
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Service support
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4 Multiple sources of supply helps the issue and converse.
bAssuming high-value added parts from overseas.
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